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1. Introduction

Please state your name and business addr ess.

My name is Scott J. Rubin. My business address is 3 Lost Creek Drive, Selinsgrove, PA.

By whom are you employed and in what capacity?
| am an independent consultant and an attorney. My practice is limited to matters

affecting the public utility industry.

What isthe purpose of your testimony in this case?

| have been asked by the Office of Attorney General (AG) and the Village of Homer Glen
(HG) to assigt in their investigation of the metering, billing, and customer service
practices of lllinois-American Water Company (IAWC or Company), as well as other

matters raised in their complaints.

What are your qualificationsto provide thistestimony in this case?

| have testified as an expert witness before utility commissions or courts in the District of
Columbia and in the states of Arizona, Delaware, Kentucky, Illinois, Maine, Maryland,
New Jersey, New York, Ohio, Pennsylvania, and West Virginia. | aso have testified as
an expert witness before two committees of the U.S. House of Representatives and one
committee of the Pennsylvania House of Representatives. | also have served as a
consultant to the staffs of two state utility commissions, severa national utility trade
associations, and state and local governments throughout the country. Prior to
establishing my own consulting and law practice, | was employed by the Pennsylvania
Office of Consumer Advocate from 1983 through January 1994 in increasingly

responsible positions. From 1990 until | left thet Office, | was one of two senior attorneys
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in that Office. Among my other responsibilities in that position, | had amgjor rolein
setting their policy positions on water and electric matters. In addition, | was responsible
for supervising the technical staff of that Office. | also testified as an expert witness for

that Office on rate design and cost of service issues.

In addition, from 1990 until 1994, | chaired the Water Committee of the National
Association of State Utility Consumer Advocates (NASUCA). Inthat position, | served
as the liaison between NASUCA members and various industry and government
associations, including the National Association of Water Companies, the American
Water Works Association, and the U.S. Environmental Protection Agency. | was
frequently called upon by those organizations to provide the consumer perspective on

various water-industry issues, including customer service.

Throughout my career, | developed substantial expertise in matters relating to the
economic regulation of public utilities. | have published articles, contributed to books,
written speeches, and delivered numerous presentations, on both the national and state
level, relating to regulatory issues. | have attended numerous continuing education
courses involving the utility industry. | also periodically participate as a faculty member
in utility-related educational programs for the Institute for Public Utilities at Michigan
State University, the American Water Works Association (AWWA), and the

Pennsylvania Bar Ingtitute. Appendix A to this testimony is my curriculum vitae.

Do you have any experiencethat is particularly relevant to the issuesin this case?
Yes, | do. | have studied water utilities' billing and customer service practices for many

years. During 2002, | was a member of the team that advised the Washington (D.C.)
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Water and Sewer Agency on their billing, collection, and disconnection practices. That
work included conducting a survey of several very large water utilities throughout the
United States to better understand their practices in these areas. In 1999 and 2000, |
helped develop the AWWA' s training program and toolkit for small water systems,
which includes a component on customer service and payment practices. That work
resulted in the publication of an article that | co-authored entitled “Ten Practices of
Highly Effective Water Utilities” in April 2001. From 2003 through 2005, | was retained
by the AWWA to lead a team to conduct research and provide advice on utility customer
payment practices, with a particular focus on low-income customers. Part of that work
included a survey of more than 300 water utilities that provided important information
about their billing and payment practices. That work resulted in AWWA's publication in
2005 of amanual for utility managers:. Thinking Outside the Bill: A Utility Manager’s
Guide to Assisting Low-Income Water Customers. In addition, | have lectured on
customer service issues in the water industry, including billing and metering, at the

NARUC Annual Regulatory Studies Program at Michigan State University.

2. Overview

Please provide an overview of theissuesthat you will be addressing.

The AG and HG filed complaints against IAWC. The complaints were the result of
numerous inquiries that the AG and HG received from |AWC customers about very high
bills for water service during 2005, as well as other issues. Upon further investigation, it
appears that there are at least three distinct reasons for many of the very high hills:

(2) IAWC billing for previously unbilled water consumption that was discovered when a

malfunctioning meter-reading device was replaced; (2) IAWC issuing bills with high
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estimated consumption when a meter reading was not obtained; and (3) other billing,

metering, or meter reading problems.

The AG and HG complaints, and my investigation, also address how IAWC
responds to high-bill complaints that it receives from customers. Billing and metering
errors happen, and customers understand that, but customers expect such problems to be

fully and carefully investigated by the utility.

An issue that may be related to billing and metering problems, which is also
raised in both complaints, concerns the level of unaccounted for water that is experienced
in AWC’ s suburban Chicago service area, including Homer Glen. A related issue aso is
being raised statewide in IAWC' s current purchased water case (Docket No. 06-0196),
where IAWC is proposing to recover purchased water costs related to unaccounted for
water in some service areas, while other areas actually show the Company selling more

water than it buys.

In the course of your investigation, have you identified specific problems and
concerns with IAWC’s billing, metering, meter reading, and customer service
practices?

Yes, | have. Asl will explain in more detail later, | identified several problems with the
Company’s operations, several of which appear to be in direct violation of the
Commission’s regulations and of reasonable practices within the water utility industry.

Briefly, these are:

There are numerous problems with the quality and accuracy of billing and
metering data provided by IAWC.
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90 - IAWC improperly issued make up bills to hundreds of customersin the
91 Chicago Metro area, did not provide truthful and accurate information to
92 customers about the cause of the make up bills, and failed to refund the
93 make up charges with interest as apparently required by the Commission’s
94 regulations.
95 - IAWC' s procedures for estimating bills, and for investigating the cause of
96 estimated hills, are inadequate and appear to be in violation of the
97 Commission’s regulations.
98 - IAWC does not adequately track and investigate the cause of bills that are
99 issued with zero consumption. Its procedures in this area aso appear to be
100 in violation of the Commission’s regulations.
101 - |AWC has issued thousands of bills with “negative” consumption; that is,
102 bills where an actual meter reading is lower than the estimate used in a
103 previous period. IAWC's bills do not provide accurate information to the
104 customer about negative-consumption bills and appear to violate the
105 Commission’s billing regulations.
106 - IAWC' s hills do not disclose the per-unit charge for purchased water,
107 which appears to violate the Commission’s billing regulations.

108 Q. Arethese problemslimited to Homer Glen or the Chicago Metro area?
109 A. No, they do not appear to be limited to the Chicago Metro area. From the information
110 that the Company has provided, it is my opinion that these problems are pervasive and

111 are likely to exist in al of the Company’s Illinois service areas.

112 Q. The People’ s complaint also discusses concer ns with the Company’ sfire hydrants.
113 Have you conducted a full investigation of that issue?

114 A, No, | have not investigated IAWC' s fire hydrant maintenance and testing practices in any

115 depth; however, | have seen correspondence concerning very serious concerns with the
116 Company’s fire hydrants from severa communities. That correspondence indicates very
117 serious concerns with the operation, maintenance, and testing of IAWC’ s fire hydrants

118 and related facilities. These concerns are serious enough that | am recommending that
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the Commission oversee or conduct a full investigation of IAWC’ s hydrant testing and

maintenance programs throughout I1linois.

3. Summary

Please summarize your findings and conclusions.

| summarize my findings and conclusions as follows:

The Company has very serious data quality issues with its customer
service, billing, and metering records. The Company was not able to
respond to reasonable requests for information — the type of information
that should be readily available from a competent billing and customer
service system. Further, when information was provided, it was often
riddled with inaccuracies and incorsistencies that made the data not only
unusable, but also cast doubt on the veracity of all information provided. |
conclude, therefore, that the Commission should order the Company (at
shareholders’ expense) to retain an outside firm to conduct a full-scale
audit of the Company’s billing, metering, and customer service records. |
also recommend that the Commission share its findings with its
counterparts in other jurisdictions where subsidiaries of American Water
Works operate.

The Company improperly issued make up bills to hundreds of customers
in the Chicago Metro area. The bills were not identified as relating to
prior-period usage, did not inform the customers of their right to a
payment plan, and were not limited to the required 12- or 24- month back
billing period. Further, of the few payment plans that were issued, at |east
two of them failed to comply with the Commission’s requirements.
Moreover, when the Company decided to refund the charges to customers,
the refunds were not made with interest, which also appears to violate the
Commission’sregulations. It also is not clear how the Company decided
who was entitled to arefund and in what amount.

IAWC has been issuing improper estimated bills to hundreds, if not
thousands, of customersin Illinois. The Company has issued three or
more consecutive estimated bills to hundreds of Chicago Metro area
customers. There have been instances where the Company failed to read
meters — even radio-read meters — because of a shortage of personnel. It
also does not appear that the Company is properly tracking and attempting
to correct consecutive estimated meter reads, so that the circumstance
leading to the estimate remains uncorrected for many months.
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IAWC is not taking reasonable and prudent actions to track and
investigate customers who receive hills that show zero consumption. Such
bills can be a sign of malfunctioning equipment or meter reading
employees who are not performing their job properly. Investigating such
bills early can help to avoid the kinds of problems that the Company
experienced in Chicago Metro, or at least mitigate their impact.

IAWC's bills are confusing and do not appear to comply with the
Commission’s billing regulations in several respects. First, AWC should
modify the way in which it shows “negative’ consumption (or previous
over-estimates) on its hills. Second, IAWC should be crediting customers
with interest when it over-estimates consumption. Third, the Company
should show the calculation of purchased water (or supply) charges on its
bills.

The Commission should oversee or conduct a full investigation of
IAWC' s fire hydrant maintenance and testing programs, and order the
Company to take appropriate action to remedy any deficiencies that are
identified.
4. Data Quality and Availability
Q. Have you been ableto conduct a full investigation of IAWC’sbilling, metering, and

meter reading practices?

A. No, | have not. | repeatedly found problems with the quality of data that IAWC provided

in response to discovery. Information the Company provided made no sense (for
example, meter reading dates in the future), was incomplete, did not match previously
provided information, or otherwise appears to be unreliable. It appears that the Company
was either unwilling or unable to provide data output, in electronic form, directly from its
computer system. Instead, it appears that information was printed out and scanned, or
typed by hand into a spreadsheet. This makes it extremely difficult and time-consuming

to analyze the data, |et alone determine its accuracy.
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Can you give an example of the data quality problemsyou encountered?

Yes. A good example is the records the Company provided of what it terms back-billing
in the Homer Glen areg; that is, customers who received bills that appear to contain usage
related to prior billing periods. As| discuss later, the Company states that these back
bills arose because of faulty meter reading devices that were hard-wired into the
customers' meters by the prior owner of the utility. The Company originaly provided a
list of 474 customers who it says received back bills. The response (HG interrogatory
1.16) provides a list of the affected customers and a scanned copy of the printout of each

customer’ s bill.

We manually entered this information into a spreadsheet and database so that it
could be analyzed. We identified several customers that did not appear to have the
characteristics of being back billed. For example, we identified 8 customers whose prior
bill was zero, which could indicate a new customer rather than a customer with a
malfunctioning meter reading device. We also identified 161 bills where the hill
identified as the back bill was actually lower than the bill in the previous month.
Similarly, amost 50% of the bills identified as back bills had total consumption of 10,000
galons or less Thiswould be unusual if there had been a malfunctioning device for
more than a few weeks since the typical customer would use between 5,000 and 7,000

gallons per month

Weseks after IAWC first identified these 474 accounts as being back billed, the
Company modified its response and stated that these accounts were only identified as
possibly having received back bills. | am attaching as AG/HG Exhibit 1.1 the

Company’ s original responseto HG 1.16 (provided around May 1), its revised response —
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206 which was provided on June 12, 2006 — and its responses to AG 3.3 and AG 3.6 (also
207 provided on June 12).

208 This problem was made even worse when the Company provided data concerning
209 the bills received by these 474 customers in the 12 months before and after the so-called
210 back billing month. In light of the problem we encountered with the Company’sinitial
211 response, we specifically requested the information in an electronic database or

212 spreadsheet file. What we received, frankly, was amess. The file had duplicate

213 information for some of the 474 customers and completely omitted others. It also had
214 information that made no sense — billing dates that are in the future, meter change dates
215 that do not match the information provided on the billsin HG 1.16, back bills being

216 issued before the meter change date, and so on. | have no way of knowing if the errors
217 are in the Company’s computer system or if the spreadsheet we were provided was

218 entered by hand rather than being output directly from the computer system. In any

219 event, there are so many errors in the data that | smply cannot rely on it to draw any firm
220 conclusions. Basically, the more information we receive, the more unreliable the data
221 appear to be.

222 Q. Do these 474 customersrepresent all of the customers who experienced back billing
223 problems?

224 A. No, | believe that the customers selected by the Company are limited to those in Homer
225 Glen and some surrounding communities. | do note, however, that some of the mailing
226 addresses (which match the address of the premises where service is provided) are in

227 Chicago, Orland Park, Bolingbrook, and at least a dozen other communities in addition to
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228 Homer Glen. | will discuss later why | believe that these 474 customers are merely the

229 tip of the iceberg in terms of customers who receive back hills after a meter change.

230 Q. Areyour data quality concerns limited to customer bill records?

231 A. No, they are not; that was just one example. The same types of problems appear

232 throughout this case. For instance, in AG 1.10 we requested the complaint logs for the
233 past three years. Counsel advises me that section 600.170(c) of the Commission’s

234 regulations requires the Company to keep these logs. The logs list more than 8,000

235 customer complaints, but only 9 of those are from the 474 customer accounts listed in HG
236 1.16. Yet, elsewhere the Company has stated that it received complaints from 189

237 Homer Glen customers. We asked for an explanation of this discrepancy (AG 3.21). The
238 Company explained that its complaint logs do not show all complaints it received, only
239 those that were not resolved by a customer service representative. In other words, the
240 complaint data provided likely omits thousands of complaints the Company received,

241 including most of those from Homer Glen customers. A copy of the Company’s response
242 to AG 3.21 is attached as AG/HG Exhibit 1.2.

243 Another rather incredible example is the Company’s inability to provide

244 information about customers who received consecutive bills with zero consumption. In
245 AG 3.20 (acopy of which is attached as AG/HG Exhibit 1.3), we requested information
246 about customers who received at least three consecutive bills with zero consumption.

247 The Company refused to provide the information because it would “require thousands of
248 manthours of work.” All of the Company’s billing records are computerized and | cannot
249 understand why it would take thousands of hours to query the billing database and obtain

250 the information we requested. Either the Company does not know how to extract data
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251 from its own database or its billing system is so antiquated that it does not maintain the
252 information in any type of useable form. In any event, the Company’s inability to extract
253 this type of information from its billing system is very troubling.

254 Q. How will you proceed?

255 A. Counsel for the People and Homer Glen decided that the issues raised in this case were

256 too important to seek a delay in the schedule, so they have asked me to make

257 recommendations based on the data that are available. | would caution, however, that |
258 have no confidence in the accuracy of any of the data provided by the Company.

259 Because of that, my primary recommendation is that the Company should be required, at
260 shareholder expense, to retain an independent auditor to conduct a full-scale audit and
261 review of the Company’s billing, metering, meter-reading, and customer service

262 operations. This audit should include not only typical management and performance
263 issues (such as procedures to monitor and minimize the number of consecutive zero-
264 consumption and estimated bills), but also afull audit to determine the accuracy and
265 integrity of information contained in the billing and customer service records.

266 | also recommend that the Commission share its findings with its counterparts in
267 other jurisdictions where subsidiaries of American Water Works operate. 1t appears that
268 the same billing and customer service system is used throughout the American Water
269 Works system. The system uses common call centersto serve all states and it appears
270 that the same billing system and computer programs are used throughout the American
271 Water Works system. If these problems exist in Illinais, it is likely that there may be

272 problems in other jurisdictions as well.
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273 | cannot emphasi ze enough the importance of ensuring the accuracy and integrity
274 of thisinformation. Billing data is a fundamental component of every rate case

275 (including purchased water adjustment cases). Those records also are (or should be)
276 directly related to the Company’ s accounting records which are used not only for

277 regulatory purposes, but also for taxes, investor reporting, and other critically important
278 functions. Based on what | have seen in this case, | serioudly question whether IAWC —
279 and by implication the entire American Water Works family of companies — has accurate
280 information about customer consumption, billing, metering, and revenues. Unless and
281 until the integrity and accuracy of this information can be assured, through an

282 independent audit, | do not believe that the Commission can rely on this information for
283 any purpose.

284 In the remainder of my testimony, | will use some of the Company’s data to

285 highlight problems that | have identified. | would again caution, however, that the data |
286 am using were provided by the Company and may not be accurate.

287 Q. What do you conclude about the quality of IAWC’sdata?

288 A. | conclude that the Company has very serious data quality issues with its customer

289 service, billing, and metering records. The Company was not able to respond to

290 reasonable requests for information — the type of information that should be readily

291 available from a competent billing and customer service system. Further, when

292 information was provided, it was often riddled with inaccuracies and inconsistencies that
293 made the data not only unusable, but also cast doubt on the veracity of al information
294 provided. | conclude, therefore, that the Commission should order the Company (at

295 shareholders expense) to retain an outside firm to conduct a full-scale audit of the
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296 Company’s billing, metering, and customer service records. | also recommend that the
297 Commission share its findings with its counterparts in other jurisdictions where

298 subsidiaries of American Water Works operate.

299 5. Back Billing

300 Q. You mentioned that one of the causes of high bills was back billing. What is back
301 billing?

302 A. Back billing, also called make up bills, refers to charging customers for usage during a

303 prior period when there was a billing or metering error, malfunction, or estimate. In
304 [linois, counsel advises that utilities are allowed to issue make up bills for up to 12
305 months for residential customers and up to 24 months for non-residential customers.

306 Q. When |AWC issues a make up bill, isthere anything on the bill that identifiesthe
307 consumption asrelated to a prior period?

308 A. No, thereisnot. IAWC provided copies of hundreds of bills that supposedly were back

309 bills. None of them contained anything that identified the consumption as relating to a
310 previous period, or that otherwise informed the customer that the bill was correcting
311 previous errors or malfunctions.

312 Q. Isthat a reasonable utility billing practice?

313 A No, itisnot. The bill that IAWC sends states that the consumption is “Present-Actua”

314 usage. | am providing two of the back bills as AG/HG Exhibit 1.4. These bills are two of
315 the back bills provided by the Company in response to HG 1.16, but they remove the
316 customer-identifying information. | am providing two samples because the Company

317 provided two types of bills— those that ook like the actual bill received by the customer
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318 (with the Company logo) and those that are in the form of “duplicate’ bills that the

319 Company would send if a customer lost a bill or never received it. The language and
320 format of all of the other back bills provided by the Company are identical to one of these
321 two.

322 If the “Present-Actual” consumption amount includes back billing — which it

323 apparently did for at least several hundred customers — then the bills did not correctly
324 describe what the customer was being charged. 1n addition to issuing inaccurate or

325 misleading bills, the Company also is essentially asking customers to call them and

326 complain — something that no utility or other company should ever do. Callsto acall
327 center are expensive. Depending on the utility, | have seen estimates showing the cost of
328 calsto acall center ranges from $3.00 to $5.00 or more per call. The Company should
329 try to avoid doing anything that essentially forces customersto call the call center to get
330 accurate information.

331 Q. How serious was the back billing that occurred in the Chicago Metro area?

332 A. According to the Company’s data, more than 400 customers received back bills between

333 August 2003 and September 2005. As | mentioned earlier, | question whether al of these
334 customers actually received back bills. | also do not know if the Company’s list might
335 have omitted any customers who also received back bills. 1n any event, some of the bills
336 received were extremely large. On AG/HG Exhibit 1.5, | show the back bills that were at
337 least three times the amount of the previous month’s bill. Asthat exhibit shows, there
338 were more than 40 customers who received bills of this extraordinary magnitude — with

339 severa of the bills being more than 10 times higher than the previous bill.
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Q.

Why do some accounts appear twice on AG/HG Exhibit 1.5?

| do not know. Thisisanother one of the integrity or quality issues with the Company’s
data. Inthislist, there are four customer accounts that appear twice, with bill dates
almost exactly one year apart. | do not know which date is accurate or why the customer

appears twice in the Company’slist.

Why did the Company issue these back bills?

The Company states that these customers had an odometer-style meter reading device
that was wired into the water meter. These devices were placed on the outside of the
customer’ s premises when the water meter was inside, and the odometer type of readout
was supposed to show the same reading as the meter. The Company states that all of its
customers with these devices were in the Chicago Suburban area that used to be owned
by Citizens Utilities. When IAWC acquired the Citizens service areain lllinois, it
inherited these odometer-style reading devices. Unfortunately, over time these devices
stopped working properly and the outside read did not match the actual consumption as
shown on the meter. It is this mismatch between the meter and the outside device that

resulted in the need for back billing.

Do we know the full scope of the back billing problem?

No, we do not. The Company has said that the outside reading devices (the “odometer”
style devices) that malfunctioned were in place throughout its Chicago Metro service
area. Homer Glen iswithin this area, but the area covers many communities in addition
to Homer Glen. However, there is no reason to believe that meters or meter-reading
devices can only malfunction in the Chicago Metro area, or that the specific device that

was not working in that area is the only meter-reading device that can malfunction.
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363 Indeed, from just the 474 customers about whom we have detailed information, there
364 were severa failures of the radio-read device that was installed to replace the “odometer”
365 syle device.

366 Q. Did you ask for information about the statewide scope of the back billing problem?

367 A. Y es, we did, and the Company finally provided it on June 28, 2006, as this testimony was

368 being prepared (the question was asked on May 4). In AG 2.7 we asked for information
369 about all customersin Illinois who received a bill that was at |east 50% higher than the
370 bill in the prior month or the bill in the same month of the previous year. | have not had
371 an opportunity to fully analyze these data, but | did have the opportunity to do a

372 preliminary analysis on the data for the first five months of 2006. From the file provided,
373 | selected those accounts that had a different meter than they did in 2005 and that had
374 exactly one bill that was at least 50% higher in 2006 than the same month in 2005. The
375 data for just the first five months of 2006 show more than 7,900 customer accounts in
376 [linois where this occurred. From the information provided by the Company, | do not
377 know if all of these bills represent back billing, but certainly alarge number of them

378 would be.

379 Q. In the limited amount of time you have had to analyze the data from AG 2.7, can
380 you point to any examples that indicate the scope of the potential back billing

381 problem statewide?

382 A. Yes, | can but only in avery summary way. Many of the bills that were issued were for
383 several times more consumption than the same month in the previous year —4, 5, or even

384 10 times the consumption as the same month in the previous year. Variations of this
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385 magnitude are likely to indicate problems with metering, meter reading, or billing, rather
386 than normal variations in consumption.

387 Q. Isit appropriate for a utility to issue make up bills when a meter reading device
388 malfunctions?

389 A. Yes, itis. Part of the regulatory process is that customers must pay for service at the

390 tariffed rates. Utilities are not permitted to give free or reduced price service, unlessit is
391 specifically authorized as part of its tariffs (or to settle disputes, of course). With back
392 billing, there must be some time limit on how far back the utility can go, so the utility has
393 an incentive to properly maintain its metering and meter reading equipment, and to

394 properly train and supervise its personnel. Further, the correction should be identified on
395 the customer’ s hill as being an unusual charge, and the customer should be allowed to
396 pay back the amount resulting from the utility’s error or equipment malfunction over a
397 reasonable period of time. | understand that Illinois law alows utilities to go back up to
398 one year for residential accounts and up to two years for other accounts. It also gives
399 customers the ability, in many circumstances, to pay back billed amounts over roughly
400 the same period of time included in the back bill during which the malfunction went

401 undetected by the utility. For example, if a utility back bills for three months of

402 consumption, then the customer should have three months to pay the utility with no

403 interest charges or penalties.

404 Q. Did IAWC follow proper procedures when it back billed customers?
405 A. No, it did not. As| discussed earlier, IAWC did not identify the consumption or charges
406 asrelating to a prior period. IAWC aso did not provide customers with a reasonable

407 period of time to pay the back billed amount, unless the customer did not pay the full



Direct Testimony of Scott J. Rubin, ICC Docket Nos. 05-0681, et al. Page 18

408 amount of the bill and specifically requested a payment plan. Finally, IAWC did not

409 have procedures in place to ensure that its back billing was limited to 12 or 24 months, as
410 required by Illinois law. It appears from the amount of the back billing that at least 10
411 accounts were back billed for consumption in excess of the legal requirement. These are
412 the accounts at the top of AG/HG Exhibit 1.5 with bill increases of at least 1000% (10
413 times the previous morth’s bill). According to the Company’s General Response to AG
414 Set 3, only one of those accounts (474177) is non-residential and that one received a hill
415 that was 36 times the previous month’s bill.

416 Q. How many of the back billed accounts received payment plans?

417 A. According to the Company, out of the 474 accounts it has identified as possibly being

418 back billed, only 15 received any type of payment plan.

419 Q. Did the Company explain why?

420 A. Yes, it did. According to the Company’s interpretation of Illinois law, it is only required

421 to provide a payment plan for a back billed customer if the customer does not pay the bill
422 on time and the bill is more than 50% higher than the customer’s typical hill.

423 Q. In the few instances wher e the Company offered a payment plan, did the payment
424 plans give customers a reasonable period of time in which to pay the back billed
425 amount?

426 A. No, not in every instance. AG/HG Exhibit 1.6 provides a summary of each of the 15
427 payment plans offered by the Company. It can be seen from the exhibit that there were at

428 least two instances where the length of the payment plan did not give the customer an
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429 opportunity to pay the back billed amount over the same period of time as the metering

430 malfunction occurred.

431 Q. Please describe the two instancesyou highlighted on AG/HG Exhibit 1.6.

432 A. The two accounts | highlighted on AG/HG Exhibit 1.6 are for accounts where it appears

433 that there were long-standing metering or meter reading malfunctions.

434 Account 22413 received a bill in January 2005 for 39,000 gallons of consumption,
435 resulting in atotal bill of $314.90 for the month. A copy of the bill, without the

436 customer’s name and address, is provided as AG/HG Exhibit 1.7. In contrast, over the 12
437 months before this bill was issued, the customer received 10 bills showing zero

438 consumption and 2 bills that each showed consumption of 1,000 gallons. It seems clear,
439 therefore, that the back bill covered a period of at least 12 months, yet the customer was
440 given a payment plan of only 4 months.

441 Account 528483 received a bill in February 2005 for 179,000 gallons of

442 consumption, resulting in atotal bill of $564.75. A copy of the bill, without the

443 customer’s name and address, is provided as AG/HG Exhibit 1.8. Over the previous 12
444 months, the customer received 11 bills with zero consumption and one estimated bill for
445 7,000 gallons. Thus, the back bill covered a period of at least 12 months, but the

446 customer was given a payment plan of only 2 months.

447 Q. Asfar asyou can tell, did the Company inform back billed customers of their
448 rights?
449 A. No, it does not appear that the Company informed customers of their rights. In fact, just

450 the opposite istrue. From the customer service records | reviewed, it appears that the
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451 Company told customers they were required to pay the entire bill on time. Initialy,

452 customers also were told that the unusual consumption may be the result of excessive
453 consumption or customer leaks. For example, account 49551 is a Homer Glen area

454 residential customer whose consumption always ranged between 6,000 and 15,000

455 gallons per month, according to the Company’ s records. Yet in August 2005 — just after
456 ameter change — the customer received a bill for 73,000 gallons. The customer waited
457 until he received a couple of additional bills, which showed consumption back in the
458 normal range of between 7,000 and 12,000 gallons. Then in late November, the customer
459 contacted the Company to seek a correction in the August bill for 73,000 gallons. The
460 Company sent a letter (attached as AG/HG Exhibit 1.9) that makes this the customer’s
461 problem and suggests that there may be aleak. Of course, aleak would not explain why
462 usage returned to the normal level from September through November, but the Company
463 apparently did little or no investigation of the real cause of the billing problem.

464 Q. According to the Company’s records, how many of the back billed customers had
465 bills50% higher than normal?

466 A. According to the Company’s revised General Response to AG Set 3, at least 148 of the

467 474 accounts had usage that was at least 50% higher than atypical bill. | would note,
468 though, that the original response to that question showed 156 accounts where the bill
469 was at least 50% higher than typical bill. In addition, two of the customer accounts do
470 not have thisfield filled in on the Company’s revised response, so the actual number may

471 be higher.
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472 Q.
473 A.
474
475
476
477
478
479
480
481
482

483

484 Q.
485
486 A.
487
488
489
490
491
492

493

Has the Company done anything to respond to these concer ns?

Y es, the Company stated that it stopped back billing customers in Homer Glen with
defective outside reading devices in September 2005. It also said that it reversed all back
billed charges to customers with those devices that it had back billed. It is unclear
whether the Company has applied this same policy in other areas of Illinois, or just within
Homer Glen. Moreover, the Company does not appear to have changed its billing
procedures. Thus, as far as| can tell, the Company has not changed the information that
appears on a back billed customer’s bill nor has IAWC adopted procedures to advise
customers of their ability to pay the back billed amount over a reasoreble time period. It
also is not clear that the Company has established procedures to identify consecutive
zero-usage or estimated bills, or to limit any back billing to 12 or 24 months, as required

in lllinois.

Does the Company’s voluntary action appear to comply with the Commission’s
regulations on refundsin these circumstances?

No, it does not appear that the Company has fully complied with the Commission’s
regulations. | am advised by counsel that the relevant regulation is section 280.75,
dealing with refunds. The regulation states that if a customer has paid the bill “and the
billing is later found to be incorrect due to an error ... in measuring the quantity or
volume of service provided” the utility must refund the overcharge “with interest from
the date of overpayment by the customer” at an interest rate established by the
Commission. From the information | have seen, the Company did not credit any

customers with interest on the overpayments.
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49 Q.
495
49 A.
497
498
499
500
501
502
503
504
505
506
507
508
509
510

511

512
513

514

From the Company data you have reviewed, does it appear that the Company
actually stopped back billing for meter change-outsin September 2005?

No, it appears that the Company continues to issue back bills after meter change-outs.
Late on June 23, 2006, the Company finally responded to data request AG 2.2, where we
requested information for customers who received three or more consecutive estimated
bills. (The data request was made on May 4 and resent on May 10.) That response
shows numerous customers whose meters were read manually, or received estimated
bills, and then had radio-read meter readings. This would indicate that the meter or
meter-reading device was changed from a manual-read meter to a radio-read meter. |
have extracted accounts from the Company’ s data response where the first radio meter
reading was at least 50% higher than either prior or subsequent bills, indicating that it
was a make-up bill. This pattern persisted after September 2005 and continues into 2006.
| have prepared AG/HG Exhibit 1.10, which summarizes those accounts where the meter
change occurred after September 2005. Again, | would note that we only received this
information while the testimony was being prepared, and there has not been an
opportunity to verify the accuracy of the information or conduct any type of follow-up
guestioning. Nevertheless, after September 2005, there are at least 50 customers who

received what appear to be make up bills after meter change outs.

Further, as | discussed above, a database that the Company provided on June 28
(AG 2.7) contains thousands of accounts that have characteristics consistent with back

billing that appears to have occurred during the first five months of 2006.
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515 Q.
516 A.
517
518
519
520
521
522
523

524

525
526 Q.
527
528 A.
529
530
531
532

533

534 Q.
535

536

What do you conclude about IAWC’s back billing?

| conclude that the Company improperly issued make up bills to hundreds of customersin
the Chicago Metro area, and we still do not know the full scope of the problem The hills
that we have seen were not identified as relating to prior-period usage, did not inform the
customers of their right to a payment plan, and were not limited to the required 12- or 24-
month back billing period. Further, of the few payment plans that were issued, at least
two of them failed to comply with the Commission’s requirements. Moreover, when the
Company decided to refund the charges to certain customers, the refunds were not made
with interest, which also appears to violate the Commission’s regulations. It also is hot

clear how the Company decided who was entitled to a refund and in what amount.

6. Estimated Bills

In your review of Company billing records, did you develop an opinion about the
Company’s use of estimated bills?

Yes, | am very concerned about what appears to be the Company’ s reliance on estimated
bills and its apparent failure to track and correct repeated estimated bills. It is sometimes
necessary to prepare an estimated bill, particularly when a meter is manually read and the
meter reader cannot obtain access to the meter. Estimating bills, however, should not be
aroutine practice and should not be used as away to compensate for having an

inadequate number of personnel to promptly read and maintain meters,

Why isit important to limit the number of estimated bills?
There are two primary purposes for monthly billing for water service. First, monthly

billing provides the customer with a bill that is more manageable than a bimonthly or
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537 quarterly bill. This can be particularly important for customers on a fixed income where
538 it may be difficult to budget for bills that come only every two or three months. Second,
539 monthly billing provides accurate and timely information to customers about their water
540 consumption. Thisisimportant both to encourage conservation and to help customers
541 determine if there is aleak, meter malfunction, or other unexplained use of water.

542 When bills are estimated, both of these benefits of monthly billing can be

543 jeopardized. The information provided to the customer about his or her consumption is
544 no longer accurate and timely. Further, if bills are not estimated accurately, the resulting
545 make up bill can impose a severe burden on customers on atight budget — undercutting
546 one of the major advantages of monthly billing.

547 Q. From your review of data provided by the Company, how prevalent are estimated
548 bills?

549 A. The Company provided monthly data from January 2004 through May 2006 about the

550 number of estimated bills and total billsin Illinois. | summarize these data on AG/HG
551 Exhibit 1.11. Overal, the Company is estimating about 7% of its bills, which would

552 mean that on average each customer would receive an estimated bill every 13 or 14

553 months. As an overal average, | do not consider this figure to be unreasonable, though it
554 may be a little high given the prevalence of radio-read meters within IAWC's service
555 area.

556 Q. Then what isyour concern with the Company’s use of estimated bills?
557 A. There are two concerns. First, in looking at AG/HG Exhibit 1.11, there are months where

558 the number of estimated bills spikes dramatically. In 2004, the spike occurred in
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559 February when almost 30% of billsin Illinois were estimated. In 2005 and 2006, the

560 spikes were in January when almost 16% and 13% of bills, respectively, were estimated.

561 Q. Do you know why the number of estimated bills spiked in these months?

562 A. No, | do not know for certain why the number of estimated bills was so high in these

563 months. Some of the cause could be related to weather, but as the Company implements
564 more radio-read meter reading, the number of estimated bills and the impact of weather
565 on meter reading should be declining. From the limited data we have, it is unclear

566 whether that is occurring.

567 Q. What isyour second concern?

568 A. My second concern deals with the Company’ s tracking of estimated bills on a customer-

569 specific basis. The overal number of estimates is one useful piece of information. But it
570 also isimportant to examine the action the Company takes to address customers that
571 receive repested estimated bills.

572 Q. Why would a customer receive repeated estimated bills?

573 A. There are primarily three reasons why a customer could receive repeated estimated hills.
574 Either the meter reader cannot obtain access to the meter (thisis most commonly a

575 problem with indoor meters that do not have a remote device attached), the Company
576 does not have enough meter reading personnel, or there is an equipment malfunction (the

577 meter or meter reading device is not working properly).
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A.

Arethereindicationsin Homer Glen that there were problemswith repeated
estimated bills?

Yes, thereare. In response to HG 1.13, the Company identified more than 300 customers
in the Homer Glen area who received three or more consecutive estimated bills since
2003. Severa of those customers received six or more consecutive estimated bills, with

onereceiving 12 — an entire year with no actual meter reading.

In afollow- up question (AG 2.2), the Company provided additional information
about 282 of these customers, which | have summarized on AG/HG Exhibit 1.12. That
exhibit shows the total number of estimated bills for each of these customers over a
roughly five-year period. On average, these customers had more than 20% of their bills

estimated, with 83 of them having at least 25% of their bills estimated.

As| mentioned previoudly, issuing several consecutive estimated hills, or having
a continuing pattern of estimating bills, is an indication that something is wrong either

with the equipment or with the staffing of the utility.

In the case of Homer Glen, do you know the reason why so many bills were being
estimated?

| am not certain of the cause, but there are some indications that point us in the right
direction. According to the Company, the customersin Homer Glen all had outside
meter reading devices, so access to the premises should not be a major reason for
estimating reads. We also know that many of these outside devices were malfunctioning,
which could be a cause for providing estimated reads. However, if that was the cause,

the devices and/or the meters themselves should have been replaced quickly. To alow
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600 estimated reads to continue for months on end — and then to hit the customer with a make
601 up bill —is an extremely poor practice that should not be tolerated. The final possible
602 cause is inadequate staffing. There are some indications that this might also be a

603 contributing factor at least in the Homer Glen area, and perhaps statewide. For example,
604 in November 2005, a Homer Glen area customer (#49630) called the Company to

605 complain that she received two consecutive estimated bills, even though her meter had
606 been replaced and was now aradio-read meter. According to the customer, IAWC told
607 her: “There have been many water main breaks in the area. Quite frankly, we just didn’'t
608 have anyone available to read the meter.” A copy of the customer’s complaint record,
609 with customer-identifying information deleted, is attached as AG/HG Exhibit 1.13.

610 Q. Arethere other indicationsthat the Company might not have an adequate number
611 of meter-reading personnel?

612 A. Yes, there are. The customer’s complaint record in AG/HG Exhibit 1.13 is consistent

613 with information that we saw in the Company’s meter reading data. After meters were
614 replaced with radio-read meters, the records indicate that there were customers who till
615 periodically receive estimated bills. We asked the Company about several of these

616 instancesin AG 2.21. While some of the problems were the result of equipment

617 malfunctions, the Company also said that aradio-read meter route “was not read in late
618 July 2005.” We do not know how many other meter routes had the same thing happen,
619 either in July or another month, but it isinexcusable. Thisis particularly the case in the
620 summer of 2005, where much of Illinois was in a serious drought and the Company
621 should have been trying to send customers bills that were as accurate and timely as

622 possible.
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Q.

Does the Commission have regulations concer ning the estimating of utility bills?
Yes, | am advised by counsel that section 280.80 of the Commission’s regulations applies
to thiscase. As| understand it, that section prohibits utilities from issuing consecutive
estimated bills unless “the procedure used by the utility to calculate estimated bills has
been approved by the Commission.” There also are exceptions for a specific billing
period if a customer refuses access to the premises or if “circumstances beyond the

control of the utility make an actual reading of the meter extremely difficult.”

Let'staketheseissuesoneat atime. To thebest of your knowledge, hasthe
Commission approved any procedure that would allow IAWC to issue three or more
consecutive estimated billsto customer s?

No, to the best of my knowledge the Commission has not done so, and should rever do
s0. Asl said before, it is an extremely poor practice to allow customers to receive

nuMerous consecutive estimated hills.

Tothebest of your knowledge, have there been hundreds of Homer Glen area
customer s who have refused access to their premisesfor meter reading or who have
refused to comply with requests for telephone or post card readings?

No. The metersin the Homer Glen area had outside reading devices on them so that the
Company did not have to obtain access to the customer’s home or business. The meters
could be read from outside the building. If the Company could not obtain readings from
those meters, it either was not attempting to read them or the equipment was

malfunctioning.
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644 Q. To the best of your knowledge, have hundreds of Homer Glen area customers

645 “otherwise made an actual reading of the meter unnecessarily difficult?”
646 A. No, as| said, | have not seen indications that hundreds of customers are impeding the
647 Company’ s attempts to provide accurate meter reading.

648 Q. Tothebest of your knowledge, have there been “ circumstances beyond the control

649 of the utility” that make “an actual reading of the meter extremely difficult?’

650 A. No. Limited manpower or malfunctioning equipment are not circumstances beyond the
651 utility’s control. While bad weather for part of a month may result in some meters not
652 being read that month, weather could not explain customers receiving three or more
653 consecutive estimated bills.

654 Q. What do you conclude about IAWC’s use of estimated bills?

655 A. | conclude that IAWC has been issuing improper estimated bills to hundreds, if not

656 thousands, of customersin Illinois. The Company has issued three or more consecutive
657 estimated bills to hundreds of Chicago Metro customers. There have been instances

658 where the Company failed to read meters — even radio-read meters — because of a

659 shortage of personnel. It also does not appear that the Company is properly tracking and
660 attempting to correct consecutive estimated meter reads, so that the circumstance leading

661 to the estimate remains uncorrected for many months.
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662 7. Consecutive Zero Bills

663 Q. Earlier when you talked about customerswho received payment plans, you

664 discussed two customer s who each received numer ous bills with zer o consumption.
665 Why would zer o-consumption bills be issued to a customer ?

666 A. There are very limited circumstances under which a customer would really use no water
667 for an entire month. |f the premises are vacant there may be no water consumption

668 (although certain appliances, heating systems, and cooling equipment may consume

669 water even if no one is occupying the building). If the premises are occupied, however, it
670 is extremely unlikely that a zero-consumption bill would be an accurate bill. 1t isfar

671 more likely that there is a problem somewhere — either with the meter, meter reading

672 device, or meter reading personnel.

673 Q. Does |AWC have reasonable procedures to investigate zer o consumption bills?

674 A. No, it does not. It appears that IAWC does not have any procedures to either flag or

675 investigate zero consumption bills.

676 Q. Howserious of a problem are zero consumption billsfor IAWC?

677 A. In response to AG 3.19, the Company provided a 280-page printout of all customer

678 accounts showing three or more consecutive zero readings. From the summary at the end
679 of that file, it appears that the information provided looked only at the month of April
680 2006. As of that month, there were more than 4,200 accounts statewide that had at least
681 three consecutive months with zero consumption. On an annual basis, if | understand the

682 Company’s printout correctly, there were on the order of 20,000 accounts that had three
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683 or more consecutive months of zero consumption (12 months ending April 2005 shows
684 21,117 accounts; 12 months ending April 2006 shows 19,657 accounts).

685 Q. Do all of those accounts indicate some type of metering or billing problem?

686 A. No, certainly many of them are legitimate zero consumption bills — vacant buildings or
687 apartment units, for example. The concern | have is that the Company does not appear to
688 have any procedures to investigate consecutive zero consumption reads, so it is missing
689 problems related to malfunctioning equipment or improper meter reading practices. |
690 highlighted two such customers previously — occupied buildings with real consumption
691 that was missed because of malfunctioning equipment. Then the customer received a
692 huge make up bill, after a year or more of zero-consumption reads. That is not a

693 reasonable utility practice and it is harmful to customers.

694 Q. How are customers harmed? Wouldn’t customers be happy to get a bill for zero
695 consumption?

696 A. The harm to customers is two-fold. First, it islikely that the Company will eventually

697 discover the problem. When that happens, the customer will receive alarge make up hill,
698 aswe have seen. So it isunlikely that the customer will “get away with” not paying for
699 service.

700 Second, through the ratemaking process all other customers end up paying for the
701 erroneous zero-consumption customer. In the Chicago Metro area (of which Homer Glen
702 isapart), al of IAWC' swater is purchased from another entity. Through annual

703 purchased water cases, the cost of buying water is divided by all metered consumption to

704 develop the cost per 1000 gallons that customers pay for purchased water. If thereis
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705 consumption that is not being properly metered, then all other customers’' rates will
706 increase in order to cover the cost of that water. The same thing also happens in a base
707 rate case: the revenue requirement is spread over all metered consumption. If the

708 metering is not accurate and understates metered consumption higher base rates would
709 result than would otherwise be the case.

710 In other words, customers are not really getting free service, because the

711 Company will usually catch the error at some point. Further, the metering problems
712 result in all other customers paying higher rates than they would pay otherwise.

713 Q. Youseem to placeall the fault on the Company. Doesn’'t the customer have a
714 responsibility to contact the Company if the customer receives a zer o-consumption
715 bill?

716 A. No, | do not think the responsibility lies with the customer. | am not offering alegal

717 opinion about whether the customer has any kind of obligation to report an inaccurate
718 bill. In my experience in other jurisdictions, | do not believe that such an obligation

719 exists or should exist. Further, and more importantly, there is alot of information on the
720 Company’s bill and it is not very easy to find and understand what is being presented.
721 Most customers will focus on the total amount of the bill. And the total amount of the
722 bill is not zero — every customer will be billed a customer (or meter) charge. Further,
723 many IAWC customers in the Chicago Metro area also have sewer charges and fire

724 protection charges on their bill, which tend to be flat rates (that is, the charge does not
725 vary with consumption). So it is very possible for a zero-consumption bill to still be $50
726 or $60 per month. With a bill of that magnitude, it is not likely that a customer would

727 discover the metering error unless he studies the bill very carefully. So, no, | would not
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728 put any of the responsibility on customers to contact the Company when a zero-

729 consumption hill isissued in error.

730 Q. In your opinion, isit reasonable and consistent with standard industry practice to
731 simply assumethat consecutive zer o-consumption bills are accur ate?

732 A No, itisnot. In my opinion, two or three consecutive zero-consumption meter readings
733 should be investigated by contacting the customer of record to determine if the premises
734 are occupied.

735 Q. Do you have any information that would indicate the scope of the problem at

736 IAWC?

737 A. As | mentioned, for the past two years there have been about 20,000 accounts annually

738 that received at least three consecutive zero-consumption bills. | do not have information
739 on al of those accounts. But we do know what happened with the 474 Chicago Metro
740 area customers that the Company identified as receiving make up bills. The Company’s
741 data for these 474 customers shows that in the 12 months prior to each customer’s meter
742 change, atotal of 228 bills were issued for zero consumption.

743 Moreover, for some customers, tracking of zero-consumption bills would have
744 highlighted the serious equipment problem and probably avoided make up bills of the
745 magnitude issued by the Company. For example, 7 of the customers had zero-

746 consumption billsissued in al 12 months prior to their meter change. Another 6

747 customers had between 6 and 11 zero-consumption bills issued 12 months prior to the
748 meter change, and an additional 9 customers had 3 or 4 zero-consumption bills. In other

749 words, there were 22 customers who had significant signs of having malfunctioning
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750 meter reading equipment well before the meter was actually changed. If the Company
751 had any systems or procedures in place to investigate zero-consumption bills, some of
752 these customers could have been spared the problem of receiving huge make up bills.
753 Q. What do you conclude about zero consumption bills?

4 A | conclude that IAWC is not taking reasonable and prudent actions to track and

755 investigate customers who receive bills that show zero consumption. Such bills can be a
756 sign of malfunctioning equipment or meter reading employees who are not performing
757 their job properly. Investigating such bills early can help to avoid the kinds of problems
758 that the Company experienced in Homer Glen, or at least mitigate their impact.

759 8. Other Billing Problems

760 Q. Did you discover any other concernswith the Company’s bills and billing

761 procedures?

762 A. Y es, my investigation revealed two other problems with IAWC' s bills and billing

763 procedures. First, when the Company over-estimates a customer’s consumption, the

764 resulting bill is very confusing. The bill shows negative consumption, but a positive

765 charge for service. An example of thisis attached as AG/HG Exhibit 1.14. We inquired
766 into how the Company calculates the bill and it appears that the calculation is accurate,
767 but the bill itself is very confusing (see IAWC’ sresponse to AG 2.6, attached as AG/HG
768 Exhibit 1.15). Infact, | think it would be al but impossible for a customer to understand
769 what the bill actually means. In part thisis because the line “ Overestimate Water” does
770 not show how it is calculated. In AG/HG Exhibit 1.14, that line actually represents the

771 reversal of charges for 8,000 gallons of water, but there is no way of knowing that from
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772 the bill itself. Thus, the customer is being credited with 8,000 gallons, and is then being
773 charged (on the lines for Use and Supply Charge) for 4,000 gallons of water. So, as|
774 said, the total amount of the bill is accurate, but it is very confusing to the customer.

775 Q. Doesthe credit for a previously over-estimated bill fully comply with the
776 Commission’sregulations?

777 A No, | do not think it does. | discussed earlier section280.75 of the regulations, which

778 requires, as| read it, a utility to refund any overcharges with interest. From the

779 information | have seen, when the Company over-estimates a customer’s consumption, it
780 does not credit the customer with interest on the overcharge. This appears to violate the
781 requirements of section 280.75.

782 Q. What isyour second concern with IAWC’s bills and billing procedur es?

783 A. My second concern relates to the information on the bill for purchased water charges. |
784 am advised by counsel that section 600.160 of the Commission’s regulations sets forth
785 various requirements for bills rendered on the basis of meter readings. Importantly for
786 purposes of this issue, the regulation states that customers' bills must show the “principal
787 rates’ that apply, or the utility must provide an annua statement of such rates.

788 From my review of the Company’s bills, they do not appear to comply with this
789 requirement. The bills do not show the rates on which the supply charge (a charge for
790 purchased water) is based. Thus, it is not possible for a customer to use the consumption
791 shown on the bill and determine whether the supply charge is accurate. We asked the
792 Company about this (IAWC responsesto AG 1.8 and AG 2.12, which are attached as

793 AG/HG Exhibit 1.16) and, frankly, | do not understand whether it is claiming that
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794 purchased water is not a“principal rate” or if it is suggesting that the bill somehow shows
795 therate. In my opinion, the purchased water (supply) chargeisa*principa rate’ that

796 should be shown on customers' bills. In some of IAWC' s districts, purchased water costs
797 are actually higher than the base rate consumption charge. For example, in the bill that
798 appears in AG/HG Exhibit 1.14, the customer (or meter) charge for water is $9.25, the
799 consumption charge is $14.05, and the purchased water (or supply) chargeis $15.48. As
800 | read the Commission’s regulation, IAWC is required to show how this chargeis

801 calculated and it does not do so. Thisis yet another instance where the informationon
802 the bills that customers receive is confusing and does not appear to comply with the

803 Commission’s regulations.

804 Q. What do you conclude about IAWC’s bills and billing procedur es?

805 A. | conclude that IAWC' s hills are confusing and do not appear to comply with the

806 Commission’s billing regulations. First, IAWC should modify the way in which it shows
807 “negative’” consumption (or previous over-estimates) on its bills. Second, IAWC should
808 be crediting customers with interest when it over-estimates consumption. Third, the

809 Company should show the calculation of purchased water (or supply) charges on its bills.
810 Finally, as| discussed above, the Company’s hills should clearly identify when abill isa
811 make up bill, and the consumption and charges attributed to prior months should be

812 specifically identified.
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813 9. Fire Hydrants

814 Q. Areyou familiar with the allegationsin the People' s complaint concerning fire
815 hydrants?

816 A. Yes, | have reviewed that portion of the complaint.

817 Q. What isthe basisfor those allegations?

818 A. The allegations are based on correspondence that was provided to the Office of Attorney

819 General by several municipaities and fire districts, including the Village of Lide, the
820 Lisle Woodridge Fire District, Prospect Heights Fire Protection District, Urbana Fire
821 Rescue Services, and the City of Champaign. Copiesof that correspondence are

822 provided in AG/HG Exhibit 1.17.

823 Q. What arethese municipalities concernswith IAWC’sfire hydrants?

824 A. These communities in different parts of the state all raise similar issues. They are very
825 concerned with the inadequate level of fire flows that are available in many of the fire
826 hydrants in their communities and with the poor operational condition of many fire

827 hydrants. This has created serious concerns in these communities and has caused

828 additional expense for the fire districts.

829 Moreover, | would add that the concerns raised by these communities are

830 extremely serious. Public fire protection is one of the most important functions of a
831 public water supply system. Providing adequate fire protection is not smply a matter of
832 sticking hydrants in the ground. The hydrants must be operated, tested, and maintained;
833 and the underlying infrastructure (mains, storage, pumping, valves) also must be

834 operated, tested, and maintained to ensure that everything will work during afire. Fire
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835 flows place a great deal of stress on awater system, and the system must be designed and
836 maintained to handle those flows without causing damage or other operational problems.
837 In short, the maintenance and testing of the ability to provide fire flows when and where
838 needed is a critically important health and safety function of awater utility. It isnot an
839 understatement to say that lives are in danger if the fire protection infrastructure is not
840 properly maintained.

841 Q. Have you conducted a full investigation of IAWC to see how widespread these
842 concerns might be?

843 A. No, I am not an engineer and | do not have the capability to conduct that type of

844 investigation. Based on the correspondence from these communities, however, there
845 appear to be very serious concerns with the operation, maintenance, and testing of

846 IAWC' s fire hydrants and related facilities. These concerns are serious enough that | am
847 recommending that the Commission oversee or conduct a full investigation of IAWC's
848 hydrant testing and maintenance programs throughout Illinois.

849 Q. What would be the goals of that investigation?

850 A. The investigation should determine whether IAWC is complying with industry standards,

851 as developed by the American Water Works Association, for the periodic testing,

852 maintenance, and identification of fire hydrants. By identification, | mean that any

853 hydrants that are not working or that provide substandard fire flows should be clearly
854 marked so that fire fighters know that they cannot rely on that hydrant in an emergency.
855 In areas where fire flows are inadequate, or where hydrants are not working, the

856 Company should be required to develop an action plan to remedy the problems. In

857 addition, the Commission should consider whether the Company should be allowed to



Direct Testimony of Scott J. Rubin, ICC Docket Nos. 05-0681, et al. Page 39

858

859

860

861
862
863
864
865
866
867
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869
870
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872
873

874

875 Q.

876 A.

continue charging for public fire service in those areas where the hydrants do not provide

adequate fire flows.

10. Conclusion

Do you have anything further to add?

No, not at thistime. Asthistestimony is being prepared, there is still information that we
have not received from the Company, as well as voluminous information that was
received at the last minute. | have not had an opportunity to review all of that
information or to follow up with the Company to determine whether the data are reliable.
From the information | have been provided, | have no doubt that there are serious
problems with data integrity or accuracy (or, at a minimum, with the ability to retrieve
and understand relevant data), metering and meter reading procedures, billing and related
procedures, and customer service. | also have identified several apparent violations of
the Commission’s regulations. | would emphasize, however, that my investigation falls
short of being a full-scale audit of the Company’s billing, metering, and customer service
operations. | believe that such an audit is required in order for the Commission to have
assurance that rate-setting (such as the on-going purchased water case) and reporting are

accurate and in compliance with Commission regulations.

Does this conclude your direct testimony?

Yes, it does.



